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IMPACT OF INDUSTRIALIZATION ON THE SOCIAL ECOLOGY 
OF THE HILL AREAS OF UTTAR PRADESH 


Background 

This report presents the findings of a research study 
on the impact of industrialisation on the hill areas of 
Uttar Pradesh which consists of an area of 5 "1,1 25 sq. kms . 
located along the Himalayas In the northern pert of the 
State, The population of the area was 48.36 lakhs according 
to the 1'981 Census. Administratively it is divided into 
8 districts viz., Dehra Dun, Tehri Garhwal, Uttar Kashi, 
Garhwal, Chamoli, Naini Tal, Alrnora and Pithoragarh. The 
first five constitute the Garhwal Division and the last 

three the Kumaun Division. 

f . Spy? : , p ; : ntOhlp'- 

The region represented by the hill areas of Uttar 
Pradesh has generally been recognised as economically 
backward with certain special problems emanating from its 
particular geographical features like terrain and topography. 

One of the most striking features of the hill region of 

\ • . • • ■ , ; 

Uttar Pradesh is the predominance of agriculture and 
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forestry in Its-' economic structure. About 37 per cent of 
the economic product (from commodity producing sectors 
only) is accounted for by agriculture and forestry as 
against the state average of 77 per cent. In contrast the 
share 2 of manufacturing in the economic product was only 
11 per cent as against 22 per cent for the state. 

Thus the hill region emerges as a backward region 
in terms of industrial development. This is clear from 
the fact that all the eight districts are included in 
Category ‘A’ of backward districts of Uttar Pradesh where 
the maximum central investment subsidy of 25 per cent is 
available. In addition four districts viz. Chamoli, Pauri 
Garhwal, Tehri Garhwsl and Uttar Kashi (all in the Garhwal 
Division) also happen to be Zero Industry Districts. Being 
industrially backward, a number of special incentives are 
available for the establishment of industries in these 
districts. These include the Central Investment Subsidy of 
25 per cent on fixed investment in land, building, machinery, 
etc. subject to a maximum of Rs.25 lakhs, interest free 
Sales Tax loan equal to tne Sales Tax paid for 5 years 
subject to a maximum of Rs.50 lakhs or 75 per cent of the 
gross value of fixed assets available to units set up 
before September 1932; exemption from Octroi duty on 
machinery and building materials for 5 years from the grant 
of letter of intent or SSI registration to all new units, 
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generating set subsidy at the rate of Rs.500 per KVk oo 
large and medium units and Rs. 1000 per Kv'A to small scale 
units to the extent of 120 per cent of connected loan; 
and exemption from Sales Tax without any ceiling to all 
units set up after 1982 for 7 years in Pauri Garhwal, 

Tehri Garhwal, Uttar Kashi and Chamoli, 6 y^aro in Alnora 
and Pitlioragarh and 5 years in Dehra Dun and Haiiii lal. 
Further more, industries in all the eight Hill districts 
are also eligible for the Central Transport SuDsidy of 
75 per cent of the cost of transportation of raw materials 
and finished goods from tne nearest rail-head. 

It may be mentioned that this package of incentives is 
available to the hill region of Uttar Pradesh on the same 
basis as all other industrially backward areas in one 
country or the state as the case may be . The only extra 
incentive given to the industrially backward hill areas 
consists of the transport subsidy. The motive behind the 
grant of these incentives, obviously, is to give a spurt 
to the industrial development of these areas by attracting 
new industries which otherwise may shy away from these 
places. The Implicit assumption underlying the approach 
of industrial growth through incentives is that industri- 
alization is essential for the economic development of the 
backward hill areas. With this in view. tne Draft beventn 
Five Year Plan of Uttar Pradesh has proposed an outlay of 


Rs.SO crores on the industrial sector in the hill region 
of the state. Out of this Rs. 40 crores is proposed for 
large and medium industries, Rs.34 crores for small scale 
and village industries and Rs.6 crores for geology and 
mining. During the Sixth Five Year Plan the outlay on- 
industries in the hill region was 36,16 crores. Yet it 
must be borne in mind tna-t the industrial sector accounted 
for only 6.3 per cent of the total outlay in the Sixth 
Plan for the hill region and 4.6 percent of the proposed 
outlay in the Seventh Plan. A larger part of the investments 
have gone to infrastructure like roads - 23 per cent in 
the Sixth Plan and 16 per cent In the Seventh, and power - 
11 per cent in the Sixth Plan and 12 per cent in the 
Seventh - which also play a very important role in 
catalysing the process of industrial development. 

The purpose of this study was to analyse the impact 
of industrialization in the hill areas of Uttar Pradesh. 

The impact has been analysed along two dimensions^ 
economic and social-ecological. In the economic impact 
we have focussed on the backward and forward linkages of 
the industries, employment and income generation, while 
the social-ecological impact concerns itself with the 
changes in occupational pa .tern and attitudes, housing, 
development of infrastructure facilities like banking, 
communications, education, health, etc. and the cultural- . 
consequences of industrialization. 
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The study is based on primary investigation of six 
industrial units in the Kumaun and Garhwal regions of the 
State. In selecting the industrial units for study we 
tried to keep the following considerations in mind : 

i. an equal number of units should be selected from 
each of the two regions; 

ii. the units should be located in hills i.e. excluding 
the foot hills viz., the Doon valley and the Terai 
and Bhabar regions of Naini Tai and Pauri Garhwal 
districts; 

iii. there should be representation of the following kinds 
of industries ; local raw material based, those 
enjoying a locational advantage in hills due to the 
temperate climate and dust-free atmosphere (e.g. 
electronics and precision instruments), polluting 
and non-polluting industries, and public, private 
and joint-sector industries; and 

iv. the units should be of medium and large size in 
terms of investments. 

In fact we found it difficult to strictly adhere to 
the above criteria in the selection of the units. The 
first two criteria in particular presented the greatest 
difficulties, especially in the Garhwal Division. For one 
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we did not find any industrial unit worth the name in the 
hills of Garhwal. All the industrial units of Garhwal are 
located either in the Dun valley or in the foot hULs of 
Pauri Garhwal district. As a result we had to select two 
from among these. The remaining four are from the Kumaun 
Division and are located in the hills ; Five of the six 
units are medium sized industries, while one (Teletronix) 
is a small scale industry. We included this in our study 
because it brings into sharp focus both the problems and 
opportunities of the electronic industry in the hill areas. 

It has had a chequered history but appears now to be well 
set to become a trend-setter in the field of electronics 
in the region. The six units selected for study by us 
were ( i) Almora Magnesites Ltd, Matela, District Almora, 

(ii) Sara swat i Woollen Mills Ltd., Ranikhet, District 
Almora, (iii) U.P. Digitals Ltd., Ghorakhal, District 
Naini Tal, (iv) Teletronix Ltd., Bhira-tal, District Naini Tal, 
(v) Venus Cements Ltd., Rani Pokhri, District Dehra Dun, 
and (vi) APR Wools Private Limited, Muni ki Reti, District 
Tehri Garhwal. The main characteristics of the units 
have been summarised in the table below. 
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Name of Unit 

Locas- 

Products 

Raw p 

Owner- 


tion 


Materials^ 

ship^ 

■ ■ . 





Almora Magne- 

H ■ 

Dead Burnt 
Magnesite 



sites Ltd. 

L 

JS 

Saraswati 

Woollen Mills 

' H 

Shoddy Wool 
Yarn 

0 

PR . 

U.P. Digitals 
, Ltd . 

H 

Watch Assem- 
bly, Watch 
Cases 

0 

PU 

Teletronix Ltd. 

H 

T.V. Sets, 
Electronics 

0 

JS 

i- APR Wools Ltd. 

F 

Woollen and 
Acrylie yarn ■ 

0 

m 

Venus Cements 
Ltd. 

- 

F 

i 

Portland 

Cement 

L 

PR 


Note si. H - Hills, F - Foothills 

2. L - Local, 0 - Outside 

3 . JS - Joint Sector, PR - Private Sector 


PU - Public Sector 

It will be seen that these six units encompass a wide 
variety in terms of items 'manufactured, raw materials used 
and ownership pattern. They manufacture a variety of 
products like dead burn .magnesite, shoddy wool yarn, watches 
and watch cases, T.V. sets and ot .er electronic items. 
Woollen and acrylic yarn and Portland cement. Two units are 
based on local raw materials while four get their raw 
materials from outside. Incidentally both the units using 
local raw materials are mining-based industries. In terms 
of ownership pattern we have one unit in the public sector, 
three in the private sector and one in the joint sector. 
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We present below a brief description of each of tne 
six units studied by us before going on to analyse the 
general impact of industrialization in the hill areas*. '-¥e 
have decided to present a case-by-case description rather 
than a comparative one because each unit has certain 
peculiar features and therefore special problems on account 
of either location, or nature of activity or ownership 
pattern or past history. Some features and problems may 
even be common to a number of units which we will highlight 
later while taking up the general impact of industrialization. 

ft. Aim or a Magnesite Limited 

Aim ora Magnesites Limited is a joint sector enterprise 
incorporated in 1971 with the participation of the U.P. 

State Industrial Development Corporation (UPSIDC) the Steel 
Authority of India Limited (SAIL) and the Tata- owned 
Belpahar Refractories (now renamed the Tata Refractories) . 

The authorised share capital of the company is Rs.2 crores 
wnile at present Rs.1,4 crores has been paid up and 'is 
owned in the following ratio s UPSIDC - 41%, Tata 
Refractories - 39% and SAIL - 20%. The Chairman of the 
company is a nominee of the U.P, Government (which through 
the UPSIDC is the largest shareholder), while the Managing 
Director is appointed by Tata Refractories. At present 
the Commissioner, Kumaun Division is the Chairman of the 
Company. The Head Office of the Company is at Almora, 
while the Registered Office is at Matela in Almora District 
where the factory is also located. 
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Though the company came into existence in 1972, actual 
production started in May 1974 when it was transfered a 
mining lease jL over 866 acres of land by the UPSIDC. The 
UPSIDC had been given the lease in 1963 by the U . P . Government 
for a period of twenty y^ers. Thus the existing mining lease 
of the company expired in 1983. Though it has asked for 
its renewal, this has not yet been obtained owing to some 
formalities regarding clearance under the Forest Protection 
Apt and other environmental protection measures which have yet to 
b IS ■ -ofetaine d . -te vo r , it has been granted temporary permission 
to mine since 1983 which has enabled it to continue its 
operations . 

The company has availed of a term loan from the 
Industrial Development Eank of India to the tune of Rs.97 
lakhs. Out of this about Rs.50 lakhs had been paid back 
till the end of March 1986. For the past few years the 
company has been sustaining losses. The main reason for 
the losses was the fall in the demand for refractory 
bricks mainly because of recession in the steel industry 
(resulting in a fall in the demand for magnesite). 

However recently there has been an improvement in demand 
and the company hopes to turn the corner and post a profit 
in the current year. It is also planning to instal an ore 
beneficiation plant at its works at a total cost of Rs. 50-60 
crates, hoping thereby to improve the quality of the final 
product and .fetch a better price. The price of deadburnt 
magnesite at present varies between Rs.2000 to Rs. 3000 per 
tonne depending on its quality. 
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The company is engaged in mining of magnesite ore in 
and around Jhiroli village in the Bageshwar te'asil of 
•Aim or n district. The mining is done in open-cast mines. 

The ore is converted into dead-burnt magnesite in two 
vertical shaft kilns located at Mmtela (which is also the 
registered office of the company) about 10 kms. from the 
mines. The dead -burnt magnesite is graded and packed for 
sale to various users mainly manufacturers of refractory 
bricks and the steel industry. The two kilns of the 
company have a capacity of producing about 65 tonnes of 
dead-burnt magnesite per day. It is a continuous process 
with magnesite ore being loaded from the top and the dead 
burnt magnesite being obtained at the bottom. The plant 
has been operating at about 90 to 95 per cent of capacity 
with an annual production of about 20,000 tonnes. 

It may be mentioned here that magnesite is an extremely 
important material for the production of refractory bricks. 
The Central Himalayas (especially the Jhiroli mines and 
parts of Pithoragerh district) contain some of the most 
important deposits of the mineral. The only other source 
is Salem in Tamil Nadu, where the deposits have been 
almost exhausted. Consequently the Central Himalayas have 
now become the most important source of magnesite. The 
proven and inferred reserves of magnesite ore at Jhiroli 
are presently estimated at about 5 million tonnes. At 
the present rates of extraction, these are expected to 
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last for about one hundred years. In addition there are 
larger reserves in Pithoragarh district, If these areas 
are not mined for magnesite then the only alternative 
available to the country is to import this important 
mineral. It is important to keep this fret in mind 
because in recent years there has been considerable 
opposition to mining operations in the Himalayas in 
general, and to magnesite mining in Almora and Pithoragarh 
districts in particular, because of its supposedly 
adverse impact on the environment of this sensitive 
region. 

The mining operations are mechanised using pneumatic 
drills, and mechanised shovels, etc. The ore is 
transported to the factory site by means of dumper trucks. 
The .main inputs required by the mines and the factory 
are diesel for mining machinery and dumper trucks and 
furnace oil for the kilns. The use of electricity is 
restricted to running induced draft fans in the kilns. 

The kilns consume about 12 kilolitres of furnace 
oil every day. The furnace oil is brought from Mathura 
to Kathgodam (the rail head) where it is stored in 
two tanks with a capacity of 350 kilolitres. From 
Kathgodam the furnace oil is transported to the factory 
site by tanker trucks. While the company has given a 
transport contract to an Altnora-based transport operator 


for this purpose, it has also maintained two tanker-trucks 
of its own to take care of emergency requirements. Furnace 
oil is the most expensive input used by the company costing 
about Rs. 10 lakhs per month (at the rate of Rs.2800 per 
kilolitre). The company consumes about 30 kilolitres of 
diesel per montip, mainly in mining operations and transport. 

The supply of electricity to the factory, offices and 
housing colony has been provided through a 450 KVA 
sub-station of the U.P. State Electricity Board which is 
very close to the factory site. The sub-station is 
serviced by a 33 KV transmission line linking Almora to 
Bageshwar . The supply of power was reported to be 
reliable and uninterrupted. Although a stand-by diesel 
generator is also maintained by the company, it is seldom 
used. The average expenses on electricity come to about 
Rs.1.5 lakhs per month. 

V/ater is supplied by the Uttar Pradesh Jal Uigam 
and there are problems of its availability.. The company 
needs about 100 kilolitres per day mainly for drinking 
purposes. Very little water is used in the mining or 
manufacturing process. 

Almora Magnesites has provided regular, full-time 
employment in the mines and factory to about 600 people 
from the nearby villages. The total employment in the 
company is 756, which includes 606 wage workers - skilled 
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semi-skilled and unskilled - 70 ministerial employees and 
80 people in . the managerial and supervisory categories. 
Almost all the employees in the first category belong to 
the nearby villages. Thus there does not appear to be 
any problem of outside workers being employed to the 
exclusion of the locals which characterises some of the 
new industrial projects in backward areas, often leading 
to needless social tensions. 

The workers, on the whole, seem to be well-paid and 
looked after. The average wage of the workers is Rs.1200 
per month with the lowest wage being about Rs.800 per 
month and the highest about Rs.2400 per month. The monthly 
wage bill of the company comes to about Rs.11 lakhs, most 
of which is disbursed in the area of the mines and the 
factory. With so much m :ney available regularly in a 
small area, we were surprised to find that it has hod 
virtually no economic impact. There are only, a few shops 
doing moderate business located at Kafligair, situated 
close to the factory on the Aim or a-Bag- slower motor road. 
Though there is a branch of the State Bank of India at 
Kafligair, it did not report any major savings by the 
local households. On persistent enquiry, it came to 
light that a major part of the earnings are spent by the 
workers on alcohol. In fact alcoholism has become one 
of the major social evils in the hill areas of Uttar 
Pradesh, But it would be wrong to conclude that industrial 
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activity has led to the problem of alcoholism, because 
even in areas untouched by any kind of industrial activity, 
the problem exists in the same form. The only difierence 
between the area of the magnesite mines and other areas, 
probably, is that in the former the people have more money 
available to spend oh'-alnohol. 

The company has also initiated a number of welfare 
measures for its workers. It has provided housing to 
about one hundred employees including the workers. 

However, most of the workers being local, live in their 
villages which are situated within walking distance of 
either the mines or the factory. It provides shoes and 
clothing to all workers. It also maintains a small 
hospital at Matela for the medical needs of its employees. 

In case of serious illness and accidents etc., the patients 
are taken by company transport to the District Hospital at 
Almora. The company also maintains a school for the children 
of Its employees. Initially it was running the school on 
its own, but since last year It has been subsidising an 
organisation which runs a few schools at Kathgodam and 
Haldwani to run their school as well. In 1986 it had 
about 200 children on the rolls. The school buildings and 
other infrastructure are provided by the company. Another 
welfare measure undertaken by the company is the screening 
of films for the workers and other people of the nearby 
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areas once a week. The factory also has a subsidised 
canteen for the employees. Finally, it also runs a 
cooperative store which supplies most of the consump- 
tion items of daily need to the employees. 

The worker-management relations are on the whole 
good. The workers are unionised being members of the 
Aim ora Magnesite Limited Workers Union which is by and 
large an independent union as it does not have a clear- 
affiliation to any major trade union organisation. Since 
there is only one union, the question of inter-union 
rivalries does not arise. The union normally enters 
into 3 year wage contracts with the management. There 
have been no major strikes in either the mines or the 
factory, although wprk-s top pages , tool-down strikes 
lasting for 2 or 3 days have taken place. The last 
such strike took place in December 1985 and lasted for 
two-and— a-half days. Since the process of manufacturing 
dead-burnt magnesite in the kilns is a continuous one, 
work stoppages and strikes do create a lot of problems. 
The cooling down of the kiln has to be avoided because 
it takes a long time to bring it back to the required 
temperature. As a result the kilns have to be kept 
buring at reduced temperature even when they are not 
being operated. 

While on the subject of labour-management relations, 
we would like to bring out an important aspect of the 


social ecology of industrialization in this region. One 
of the complaints voiced by the management was that tnere 
was a high level of absenteeism - upto 50 per cent at 
times. This can create special problems in the factory 
because of the continuous nature of the process. It was 
pointed out that on many occasions the kilns have to be 
kept on reduced heat and production stopped because 
enough workers did not turn up for work. Since the proble 
has been persistent, the management claims that it has 
hired about 25 per cent more workers than are really 
needed . 

The main reasons for the high level of absenteeism 
were found to be two-alcoholism and social customs. The 
problem of alcoholism has already been discussed. It 
needs to be borne In mind that most of the workers live 
in their villages and therefore continue to actively 
involved in the customs and mores of their social group. 
Thus whenever there is any social or religious ceremony 
in a village like festivals, births, marriages, deaths, 
etc. all the workers from that village, and sometimes 
from neighbouring villages as well, are absent from duty.. 
This is a reflection of the strong community and group 
solidarity traditionally prevailing in the rural society 
of the hill areas. As long as the society was predomi- 
nantly agrarian, it did not pose any major "economic 1 ’ 
problems, because the work in the fields could be 


17 


rearranged or re-scheduled without causing any economic 
disruption. However, the work-style of an industrial 
organisation or society has little place to accomodate 
such community solidarity and the consequent rescheduling 
of work. That is why the managerial staff of the company 
see absenteeism as an evidence of the lack of an 
industrial culture in the area. While the management 
views absenteeism with concern because of its impact on 
production and ultimately on profits, the workers don't 
seem to share this perspective as they feel the same work 
can always be done later. Even the loss of wages for the 
days they are absent does not appear to be much of a 
disincentive for the workers. The probable reason is that 
while the wage- earnings of the workers are much higher 
than that provided by their .traditional occupation viz., 
subsistence farming, nevertheless the loss of a few days, 
wages does not cause too great an alarain because of the 
security provided by the fact that other members of their 
family, especially the women, continue to farm the land. 

The problem of absenteeism seems to be most acute 
in the case of Aim ora Magnesites alone. It was not 
reported in the other industrial units studies by us. 

One probable reason could be that the'Matela - Jhiroli 
area where the factory and mines are located is the most 
remote location in our sample. Consequently the impact 
of urbanisation is also least here. The areas where the 
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other units are located are much closer to uroan areas. 
This most probably also affects their attitude to work 
and employment as well. Furthermore, unlike in Matela- 
Jhiroli, most of the workers in the other units do not 
live in their own villages but in nearby urban areas. 
Therefore, the obligation to follow social customs and 
traditions is also not so binding there. 

The most important problem that is being faced by 
Almora Magnesites ever since it started work has been 
that of acquiring land and rehabilitating the displaced 
families. The company needs considerable areas of land 
for its mining operations, factory and office buildings, 
housing colony and other facilities like school, hospital, 
etc. The land acquired falls under seven villages viz., 
Jhiroli, Sinduri, Karas ibunga,- . Baskhola, Sakar Pa i than, 
Billori and Matela, which are situated close to each 
other. Of these* Jhiroli village is situated on a ridge 
right above the present mining site. Thus if mining is 
continued here, the people of this village will have to be 
shifted as they are likely to lose their lands and houses 
to the mines. There are 88 households, mostly harigans, 
in Jhiroli who have to be rehabilitated. Land belonging 
to another 68 households in Matela, 14 in Billori and 
4 in Baskola has been almost fully acquired for building 
the factory, administrative offices and housing colony 
etc. In this way, 174 households have been identified 
for rehabilitation by the company. 




It will thus be s .en that Almora Magne s ites has so 
far acquired or purchased about 154 acres of land in seven, 
villages located in the factory and mining areas. Another 
27 acres is proposed to be acquired. With this the total 
land under the control of the company will come to about 
180 acres. Out of the 154 acres acquired or purchased so 
far about 102 acres (or two-thirds) is from just one 
village viz. Jhiroli. This is so mainly because Jhiroli 
is located on the mining site. 


Compensation has been paid by the company for the 
land acquired by it at rates determined by the government 


The details of the land 
far are as follows.:* s 


acquired by the company so 

(area in acres) 


Village 

Area acqu- 
ired thro- 
ugh offi- 
cial chann- 
els 

Land pur- 
chased, 
privately 

Land pro- 
posed to 
be acqu- 
ired 

; ; ; 

Total 

Jhiroli 

69.79 

31 .78 

0.62 

102.19 ' 

S induri 

19.70 

— 

11.79 

31 .49 

Karas ibunga 

7.02 

— 

1 .35 

3.37 

1 

Baskhola 

21 .00 

0.09 

; 

21 .09 

Sakar Pa i than 

1.64 

0.09 

— 

1,71 

Billori 

0.78 

0.43 

11.72 | 

12.93 

Mate la 

1.53 


1.16 

2.69, 

Total 

121 .44 

32.39 

26.64 

; 180.47 
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Thus out of the 121.44 acres acquired compensation 
amounting to Rs.7.67 lakhs in respect of 68.25 acres c£ land has 
laesn -paid. For the remaining 53.19 acres (all of which 
incidentally is located in Jhiroli village) the company 
has deposited Rs.14.50 lakhs towards compensation with 
the government. Its disbursement has not been finalised 
as yet. The rote of compensation thus works out to 
about Rs. 11 ,234 per acre for land acquired earlier and 
the compensation for which has already been disbursed 
to the people, and Rs .27,260 .per acre for the land acquired 
later, the compensation for which, though paid by the 
company, is still to be disbursed to the people. The 
rates of compensation paid cannot be considered low by any 
standard. In fact if we compare the compensation with 
the price paid by the company for the land purchased by 
it, we find that the rates of compensation are higher. 

Thus 31 .78 acres of land was purchased in Jhiroli at a 
cost of Rs. 318,828, at an average price of about Rs.l 0,032 
per acre . 

Apart from land, the company has also purchased 52 
houses - 45 in Jhiroli, 4 in Baskhola and 3 in Billori. 

The total price paid for 32.39 acres of land and 52 houses 
amounts to Rs.l 2. 52 lakhs. It now proposes to acquire ‘ 
another 60 houses in Jhiroli village for they would have 
to be demolished in mining operations. The compensation 
for 52 of these houses has been assessed by the Public 
Works Department at Rs.l 0.62 lakhs. 



Two things stand out from this review of land 
acquisition by the company. Firstly, the requirements 
of land are considerable, primarily because of ruining. 
Since large areas have been acquired by the company, 
this implies that many people, especially in Jhiroli 
village, would lose all their land and nouses. As 
such the problem of rehabilitating these people would 
be an important issue. Rehabilitation becomes parti- 
cularly import lit when we be ; r in mind that most of tne 
rural households in the area affected by the Turning 
operations of the company are subsistence cultivators 
who own small and marginal holdings. As such they do 
not have the wherewithal or c opacity to rebuild a new 
life for themselves elsewhere even w^th the compensation 
they receive for the loss of their lands. This is 
especially so in Jhiroli village which is a. predominantly 
Harijan settlement. Thus they would have to be actively 
assisted in rehabilitating themselves. 

Secondly, we -find that the company has been quite 
fair in the payment of compensation to people whose lanes 
and houses have been acquired by it. Tne r'.te of copen- 
sation paid compares very favourably with the market 
price of land in the area. Thus it cannot be claimed 
that people have been exploited or arbitrarily deprived 
of their lands as a result of magnesite mining. 
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added complication is the politicisation A cat i- 

recent years owing to the fact that Jhiroli, 

effected village, is a predominantly Harijan village and 

the State Assembly constituency in which it is leooted 

happens to be a reserved constituency. We will briefly 

review the major rehabilitation efforts undertete-n 

and some of the important problems that have cropped up. 

Almora Magnesites Limited has identified 174 house- 
holds in four villages who need to be rehabilitated as 
they have lost all their land ,and/inr house. The 
village-wise breakdown of these families is : Jhiroli - 
the entire village of 88 households, Matela - 68 households, 
Billori - 14 households and Baskhola - 4 households. 

Apart from paying compensation to these people for tnerr 
land .and houses, it was decided at the outset that they 
would be rehabilitated in the Terai region of Haini Tal 
district, b- cause sufficient land was not avails ole 
' anywhere in the hills. Accordingly^ catcres of Isna was 
made available by the U.P. Government m citarganj. 
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Accordingly, it was decided that each rehabilitated 
household would be given one acre of land free while 10 
acres would be kept aside for community purposes. The 


•- r 


allotment of land was to be contingent on handing ova 
possession to the company of the land acquired by it. 

By June 1986, 177 households had taken possession of 
land at Sitarganj. The village-wise break-up is as 
follows : Jhiroli - 35, Mate la - 65, Billori - 13 and 
Baskhola - 4. Households still to be given land number 
57 of which 53 are in Jhiroli alone. Thus it is quite 
clear that the people of Jhiroli, who incidentally are 
also the w©rst affected because the entire village would 
have to be abandoned if mining is to take place at all 
in the area, are the most reluctant to move to the Terai. 

There could be a number of reasons for this relu- 
ctance of the people to take advancage of the rehabilitation 
programme. Firstly, people who have lived and farmed 
their land for generations in the hills may have a 
natural reluctance to start life anew in a totally 
di'ferent environment like the Terai, -hich, in spite of 
the dramatic agricultural progress witnessed in the area 
during the past three decades, has been traditionally 
viewed by the hill people as an alien and hostile land. 

This perception of the Terai may be particularly pronounced 
in Jhiroli because of its being a scheduled caste ' 
populated village on the one hand an ! relatively distant 
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from the Terai on the other. While the upper castes in 
the hills have been quite mobile and are aware of the 
opportunities available in other areas like the Terai 
and the plains, the scheduled castes feel more vulnerable 
on this count. Apart from this, the people of Jhiroli 
also have less contact with the Terai than the hill 
people living closer to the area. This may act as a 
further deterrent to the rehabilitation efforts that have 
been taken up. Another inhibiting factor could be the 
experience of some of the previous small holders from the 
hills who moved to the Terai in the fifties and the sixties. 
Many of them could not cope up w&Sh r ^g^M€Lture 
in a new environment and the vigorous pressures from 
the settlers from other parts of the country especially 
Punjab. Many of them were dispossed of their land. 

Thus there does appear to be a strong disinclination 
on the part of the people of Jhiroli to move to the Terai. 
This is evidenced from the fact that many 'households who 
had taken possession of land in Sitarg mj either continue 
to live in their original villages or have even returned 
after giving their lands to othej& on sharecropping basis. 

They have come back to cultivate lands they do not own 
legally. Behind this move there could also be a desire to 
gat some extra c.oapenseti :>n from Almora Magnesites , In 
fact we found a few new houses being constructed at 
Jhiroli even while the hillside was being mined, 
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was apparent that these houses could not remain standing 
for long. The only explanation for this could be that 
these people want to pressurise Aim ora Magnesites to 
pay compensation for these houses as well. 

Sensing the reluctance of the people of Jhiroli to 
move out of the hills and. be rehabilitated in the lersi, 
the company has in recent years been making efforts to 
acquire some land nearby. Its efforts have recently 
borne fruit when the U.P. government passed orders for 
the tr nsfer of about 20.4 acres of land in nearby 
Dewaldhar Estate to the U.P. State Industrial Development 
Corporation for the rehabilitation of the affected 
families in Jhiroli. The Dewaldhar Estate had come under 
the control of the State Government as a result of the 
land ceiling laws. It was possible to use the Dewaldhar 
Estate land for rehabilitation of- the people to Jhiroli 
because all of them are small holders belonging to 
scheduled castes and therefore eligible for distribution 
of ceiling surplus lend. It haw remains to be seen 
whether this will finally help to solve the problem of 
rehabilitating the people of Jhiroli - an is,sua that 
has defied solution for so many years. 

We have discussed at some length the problem of 
rehabilitation at Jhiroli, bee. use we feel it is an 
important issue which is likely to crop-up whenever any 
major project requiring large areas of land is set up 
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in the hill areas. This would be particularly true of 
mining projects where obviously, the need for land is 
high. In the other industrial units studied, by us the 
problem has not arisen primarily because their require- 
ment of land are not as extensive. 

Another major problem which Aim ora Magnesites has 
faced, and which is also likely to be faced by other 
mining establishments, is- that of environmental impact 
and damage in general and damage to agriculture - espe- 
cially standing crops, and private property in particular. 
Sven since it started .operations the company has had to 
contend with considerable criticism and even hostility 
on this score. The popular view in the region about the 
mining operations in Jhiroli, which is also shared by 
many environmentalists in other parts of the country, is 
that a vast area has been laid waste threatening on the 
one hand, the livelihood of a large number of small farmers 
in the area whose crops are destroyed by debris and dust 
from the mines and factory, and on the other the ecologial 
stability of the Himalayas in the area. To a large extent 
these 'fears have been fuelled by the experience of 
indiscriminate and predatory limestone mining in the Dehra 
Dun - Mussourie region which has now been severely limited 
through the intervention of the Supreme Court. The upshot 
of the environmental concern is to question the very need 
for mining in the Himalayas. Unfortunately, in all debate 
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and concern for environmental stability, the efforts of 
■i-ildfioi a Magnesites Ltd, to take environmental rehabili- 
tation and pollution control measures have not received 
. neejuato attention. We detail below some of these 

me feures in order to place the whole problem in the proper 
perspective . 


The envir omental problems arising out of the 
activities of Almora Magnesites Ltd. can be classified 
under three categories viz., pollution, land degradation 
and damage to private property. The pollution caused by 
the company is primarily air pollution and takes the 
form of emissions of carbon dioxide and fine particles 
ox dust from the kilns. A few years back dust pollution 
was a major problem in the area and some land in the 
nearby areas was degraded due to the heavy fall-out of 
oust from the kilns. Recently, however, the company 
O'-.o t^kun measures to control dust emission by installing 
cyclonic dust collectors in the kilns. These hove been 
functioning quite effectively and no dust is visible in 
the area even though both the kilns ore in operation. 

The atmosphere around the factory does not ague :r any 
difxerent from that in other nearby areas, except for a 
little bit of smoke from the chimneys which, however, 
do s not collect but dissipates f-irly quickly. The 
Cur bon dioxide emission also does not seem to effect 
vegetation - forests and farms - in the vicinity. In 
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fact at the time of pur visit-in mid-May 1936- the people 
were harvesting their wheat crop and enquiries revealed 
that they were quite satisfied with the harvest. 

As pointed out earlier, some land close to the 
factory was laid waste in the past because of heavy 
fall-out of dust from the kilns. The land still bears 
a ravaged look with a thick layer of hardened soil. 
Recently the company has tried to reclaim this land by 
planting trees, but it will be some time before the 
results can be properly assessed. 

The second environmental problem pertains to the 
areas degraded as a result of mining. This problem is 
inherent to the very process of mining itself because 
if minerals are to be exploited then the land is bound 
to be degraded and wasted. In recent years the problem 
has been causing a great deal of concern all over the 
world and ways are being evolved to reclaim degraded 
mining areas, especially where open-cast mining is 
practiced. The methods being employed include saving 
the top-soil and overburden, refilling the mined-out 
areas with these and planting trees in order to restore 
the biological productivity of the mined areas. In 
certain coses remarkable successes have been achieved. 

In the Jhiroli mines of Alrnora Magnesites the 
problem of land degrad^ti zn has two facets. .One pertains 
to the areas being mined, and the other to the areas 
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but is also taking effective steps 
protection and rehabilitation. The 
efforts are visible even in a casua 
mining site and the areas around io 


t awards env ir onrnen tal 
results of these 
1 observation. The 
do not present a 


picture of major desfructrion and ravage as is s ..me times 
made out. In fact we found that the damage caused to 
the hill side is similar to that caused by roan building 


activity in the hills. 


The third category of environmental problem found by 
Almora Magnesites relates', to the damage caused to private 
property, especially ' crop lands and houses, as a result 
of its operations. Most of the farms and houses lie about 
a thousand feet below the mines. They sometimes suffer 
damage due to rolling' debris and rocks flying out whenever 
blasting is carried out. Though the problem of rolling 
debris has been largely controlled through the measures 
outlined above, the other problem continues. In such 
cases the company pays compensation to the affected 
people, i.e. those whose crops or h.-uses may have been 
damaged, at rates determined by the revenue authorities. 

The environmental problems faced by Alnora Magnesites 
Ltd. -raise some important questions which need to be 
considered in the context of industrialisation and 
development of hill areas. The first issue pertains to 
the desirability of mining in the Himalayan region. 



Mining by Its very nature does cause significant envi- 
ronmental; damage ■wherever it is undertaken. The 
Himalayas happen to contain some important deposits like 
limestone, magnesite, rock phosphate etc. Many more may 
be discovered as further exploration takes place. The 
point to be considered is whether these deposits should 
be commercially exploited at all or not. According to 
some people mining activity should be totally prohibited 
in the Himalayas irrespective of the value of mineral 
resources because the Himalaya is an environmentally 
sensitive region. If this logic is accepted then the. 
problem of environmental damage will of course not arise.; 

By the same logic, hov/ever, road construction should also 
be stopped because that too involves blasting of the 
hillsides on a similar scale. Obviously, it may not be 
possible to do this as the communication network in the 
Himalayan region is still quite inadequate and more 
roads would have to be constructed, especially in the 
remote areas which are still quite isolated. Alternatively, 
one could recomaiend that mining should be taken up where 
feasible, but with proper environmental safeguards. 

Almora Magnesites is proceeding on this basis. Its 
experience in this regard should be carefully studied 
and proper lessons for environmental management and 
protection in other mining areas learnt from it. At the 
same time there may also be areas in the Himalayan 
region which are environmentally so sensitive and fragile 
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that no mining, and perhaps even road construction, could 
be recommended for them. Such areas should be scientifi- 
cally identified and mapped and mining oo tally prohibited 


in them, 


We would like to reiterate here that a clear policy 
in regard to mining in the Himalayas is urgently needed 
for otherwise existing and future mining units say continue 
to face hostile criticism from environmental groups. The 
policy should specify the areas where mining is permitted, 
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Infrastructure facilities, especially roads and 
communication, also create a number of problems for Almora 
Magnesites, Roads being the main arteries of transport in 
the hill areas, any blockage is bound to create problems. 
Unfortunately this happens all too frequently in the hills, 
especially during the rainy season when landslides and 
road blockages are a constant hazard. This affects movement 
of finished goods to the rail-head on the one hand and 
transport of inputs like furnace oil and diesel to the 
factory on the' other. To overcome this latter problem the 
company maintains a minimum of ten days requirements of 
furnace oil at the factory. As a result considerable 
ca .vital is blocked. For spare parts and other supplies it 
maintains a stock of 3-4 months requirements since all of 
them have to be brought from the plains and the supply is 
uncertain. 

Communication facilities are highly inadequate. 

While the factory does have a telephone line for commu- 
nication with its headquarters at Almora and with the 
rest of the world, it is very unreliable. Since this is 
a problem afflicting all industries in the hills, efforts 
should be made to improve the communication system, as 
otherwise the industrial development of the region may be 
s er i j us ly hnmp er ed . 


35 


B . Teletronix Limited, Bhimtal 

The second, industrial unit selected by us for study 
is the Teletronix Limited situated at Bhimtal in Main! Tal 
district. Though technically a small scale enterprise, it 
presents an interesting case. Its chequered history tnrows 
considerable light on the problems and prospects of indust- 
ries in general and electronic industries in particular in 
the hill areas. The hill areas, it may be mentioned, have 
been considered particularly suited for the electronics 
industry* 

The company came into existence in 1973 as a Joint 
Sector unit for the manufacture of television sets. It 
was promoted by a private entrepreneur trained at the Birla 
Institute of Technology, Ranchi, who was supported by the 
Birla Group through their Small Industries Research and 
Development Organisation (SIRDO) and the Kumaun Mandal 
Vikas Nig am (KMVN) - a U.P. Government undertaking set up 
for the development of the hill region of Kumaun. Shares 
of Teletronix were also offered to the general public and 
some people did invest. The precursor of the KMVN i.e. , 
the Parvatiya Vikas Nigam had received a licence to 
manufacture TV sets in 1971 . 

The com,, any started production in 1975-76 but faced 
a number of problems in manufacturing and selling its TV 
sets. By 1973-79 it had been ••-•bio to sell only 12 ? TV sets 
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By this time the company had accumulated losses totalling 
about as. 14 lakhs and the future prospects seamed bleak. 

As a result the private entrepreneur who had taken the 
initiative in setting up the factory decided to withdraw 
and sold off his shares to the KMVN , which now came to 
control 75 per cent of the equity, the balance being held 
by private individuals. In this way the Teletronix factory 
has become virtually a unit of the Kumaun Manclal Vikas 
Nigam, which itself is a state government undertaking. A 
few individuals - about a dozen - also hold shares in it 
today. In order to rehabilitate the unit an. agreement 
was entered into with UPTRON, another state government 
corporation engaged in the manufacture and marketing of 
electronic products p. especially TV sets, in 1978. The 
agreement involved, transfer of techn Leal know-how for 
manufacture and marketing of TV sets and was initially 
in force for one year. The agreement was renewed in 1979 
for a longer period and at the "same time the scope of 
collaboration between UPTRON and Teletronix Limited was 
considerably widened. Since then the company has made 
steady progress and is now f inane i .ily sound, having wiped 
off its losses and declared a dividend. 

Teletronix Limited is locot.d in 2.5 acres of land 
in the Bhimtal Industrial Estate of the U.P. State Indu- 
strial Development Cor. oration (UPSIDC) . Bhimtal is a 





small town in Naini Tal district situated on the shore of 
a lake of the same name. It is connected by a motor road 
with the rail-head Kothgodam about 20 tons. away. Naini 
Tal is at a distance of 22 kms, from Bhimtal. Bhimtal is 
now being developed as an industrial centre by the U.P. 
Government and a number of new industrial units, 
especially in the field of electronics, are coming up 
there. Teletronix faced no problem in the acquisition 
of land which forms part of an industrial estate. The 
factory shed was initially constructed in 1973. It has 
been substantially altered and expanded since 1979 . 

Power also has posed no problems. It has a connected . 
load of 100 KVA. Power supply is generally reliable 
though a stand-by generator is also maintained. Water 
supply is from the Jal Nigam sources in Bhimtal. However, 
as the industrial process does not use any water, no 
special problems are faced. Other infrastructural 
facilities like road are also adequate. 

The history of Teletronix is thus a history of the 
successful rehabilitation of a sick industrial unit 
through the involvement of a dynamic state government 
enterprise. In 1978 when collaboration was sought with 
UPTRON the unit was virtually dying with hardly any 
production, accumulated losses of Rs.14 lakhs and no bank 
willing to give' any advances. In the next two years a 
number of steps were taken in the areas of management and 
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finance which gradually bore fruit .and helped turn the 
tide in favour of the company. The most important step 
vrs taken in 1979 when it was decided to streamline the 
management with the help of UPTRON. The present 
Managing Director and a few other key managerial per- 
sonnel were brought on deputation from UPTRON. They 
formulated, plans for the rehabilitation of the unit. 

One of the first steps taken was to improve tie finances 
of thecompany. Towards this end the factory and other 
buildings were sold to the parent company KMVN, and 
H«n leased on rent. This improved the li 
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A.-art from these formal relations between Teletronix 
and UPTRON, considerable informal relations were also 
established which helped greatly in rehabilitating the 
company. These included acquisition of key personnel at 
the managerial and technical levels on deputation in 
the initial stages, transfer of technical know-how and 
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technical advice from time to time. 

The result was the compamy has made steady progress 
since 1979* It is not only financially viable now, hut 
is also confident of the future and has undertaken a. 
major expansion programme by setting up another factory 
in Bhimtol. The progress can be seen from the fact that 
whereas by 1978-79 it had a vary low turnover and had 
accumulated losses of Rs.14.00 lakhs on a paid-up 
capital of Rs.7 lakhs, its turnover has been stecdily 
increasing since then. In 1979-80 it sold 16? TV sets 
and achieved a turnover of Rs.1.72 lakhs. The turnover 
went up to Rs.4 lakhs in 1980-81 , Rs.4. 83 crores in 
1984-85 and Rs.5.98 crores in 1985-86. Since 1983-84 
the company has been making profits and in 1984-85 it 
wiped-off all its previous losses. In 1985-86 it 
declared an interim dividend of 10 per cent for the first 
time. 

The company has an authorised share capital of 
Rs.10 lakhs while the paid-up capital is Rs.7 lakhs. 

The total investment made so far is Rs.20 lakhs divided 
equally between building and plant and machinery. The 
main items of manufacture are black and white TV sets on 
contract from UPTRON and electronic parts for telephones 
on contract from the Indian Telephone Industries. 
Recently the manufacture of some slack, and white TVs 


40 


which the company is marketing under its own brand name 
on an experimental basis has also b .en taken up. The 
market response is reported to be good. This is a 
prelude to the large-scale manufacture and marketing of 
such TV sets in a new factory, Kumaun Televisions (Kumtel) 
set up by the KMVN which is fast nearing completion in 
the same premises as the existing factory. 

The progress in sales achieved between 1979-80 and 
1985-86 is summarised in the following table . The 
increase in sales, it will be seen, is truly impressive . 


(Amount ’in Rs. lakhs) 



Teletrpnix 


Year 

Sales of TV 

Total Sales 

- ... ... •• . 

Kumtel 

1979-80 

3.22 

4.22 


1980-81 

11.09 

12.26 

— - 

1981-82 

55.64 

55.95 

— 

1982-83 

97.56 

104.90 


1983-84 

229.32 

231 .26 

— 

1984-85 

437.46 

478.24 

7.48 

1985-86 i 

„ — J 

460.11 

462.00 

68.00 


The main raw materials used in the manufacture of 
TV sets and telephone parts are pictures tubes, capacitors, 
resistors and other electronic and electrical components 
and wooden cabinets. All these materials, 


except wooden 
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• cabinets to some extent, have to be procured frSm outside. 

* 

This does not place the company at a disadvantage in 
relation to other TV manufacturers as f-'r as cost of 
production is concerned, because the central transport 
subsidy, which is available to all industries in the hill 


area 


offsets the higher transport costs. Wooden cabinets 


for TV sets are also purchased from three small manufactu- 
ring units which have coma up in Bhimtal. 

Teletronix employs about 300 people directly in 
various categories, most of them at the level of workers. 

The workers belong either to Bhimtal town or the nearby 
villages. Their average wages come to about Rs.700 per 
month. In addition they are also paid 20 per cent incentive 
wages. No housing is provided to the workers who live in 
their villages or -iri Bhimtal town. Housing is arranged on 
lease only for technical and managerial personnel who 
are mostly from outside. The company, however, is 
encouraging its employees to construct their own houses 
by giving loans for this purpose. The workers are not 
unionized and the workcr-m mage men t relations are stated 
to be cordial as is evidenced from the fact that there 
has not been any major strike or labour unrest in recent 
years. Women form half the work force. 

One of the important contributions of Teletronix 
has been the provision of solf-enpl oynent opportunities 
to a number of young people, especially women. . This has 
been achieved through the organisation of training 



program-files in electronics and giving work on contract to 
young people trained by it. Initially, the training 
or ogr amcne was undertaken under the TRYSSM scheme of the 
goyorn .’.ent . With the involvement an' cooperation of the 
district officials, the company utilised TRYSEM to pro vine 
training in electronics to young people in the area. The 
scheme was modified some. hat by increasing the duration 
of training from 3 months ^ which was consiuereo. too sn^rt 
a time) to six months and later on to one year. During 
the period of training the trainees received a stipend 
of Rs.100/- p.m. from TRYSEM funds. After six months the 
company provided an additional stipend of Rsr.35/- P.ta. 
Since the ■ Purpose of the scheme was to train the youth 
for self-employment, they could not be given regular 
jobs by the company. However, they were provided 
electronic assembly jobs on contract basis which they 
could do in their hones. About 100 people - mostly women 
have taken advantage of this opportunity and are earning 
between Rs.700 and Rs.1100 per month. Some of them have 
even been provided workplaces within the factory. These 
people make circuits, assemblies and do other jobs, 
according to the specifications given by the factory, 
which then buys the product from them after quality 
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inspection at pre -determined rates. The raw materials 
and components ard also provided by the factory. Thus 
the contract workers are able to earn as much as, if not 
more than, the regular workers without much of capital 
investment. g 
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Being a small-scale unit, Teletronix dees not have 
many schemes of workers welfare apart from what it is 
required to provide under the Factories Act viz, canteen 
facilities, etc. The workers are not provided any housing 
They live in their own homes either in the nearby villages 
or in Bhiutal town. Housing has been provided only to the 
managerial and senior technical per sonne . In fact the 
company is now encouraging its officers to construct their 
own houses and is providing loans to them for this purpose 

Interestingly, the management of Tele.tr onix did not 
consider alcoholism and absenteeism among the workers as 
a major problem. This, as pointed out earlier, was a 
major problem in the case of Aim ora Magnesites. Our 
hypothesis is that this difference may be explained by 
the relatively greater degree of urban! ration, contact 
with the outside world and familiarity with some aspects 
of urban- industrial values among the people of Bhimtal 
and their near-to^al absence* in Jhiroli. Alcoholism, we 
have noted, is a general problem of the hill areas, 
equally prevalent in the towns and the villages . Hence 
the blame cannot be laid only on industrialization and 
the importation of now cultural and behavioural influences 
and- mores. 

As far ns infrastructural and other facilities are 
concernea, Teletronix fac-_-s fewer problems than Aim ora 
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U.P. Digitals is a wholly owned subsidiary of tne 
U.p. State Industrial Development Corporation (UPSIDC ; , 
and is an ancillary unit of Hindustan Machine Tools Ltd. 
(HMT). It consists of two units viz., the watch assembly 
unit set up in 1977 and a watch-case unit set up in npi il 
1935, The watch assembly unit is engaged in assembly of 
watches from CKD components supplied by HMT . The watches 
are then sold to HMT which is responsible for their 
marketing* Since no parts for watches are being manufa- 
ctured the company is engaged only in assembly operations 
and therefore the level of technology employed is also 
low. Basically the company is dependent on the skill of 
the workers. The watch-case unit, on the other hand is 
engaged in the production of watch-cases for supply to 
HMT. As such’ it uses precision instruments and shaping 
machines. 

The decision to establish the watch assembly unit 
in the hill area was taken in 1976-77 with two - major 
considerations in mind. Firstly, it was hoped that it would 
act as a catalyst for the industrial development of 
the economically backward hill areas and provide employ- 
ment opportunities to the local people. Secondly, the 
hill areas ofikred a comparative advantage for industries 
of this kind because ot the dust and pollution free 
atmosphere. It did not take too long to obtain the 
necessary' licenses and start operations. The watch assembly 
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unit went into production in, December 1977 i.e. within 
a year of the decision to establish it. 


The factory is located on 16.5 acres of land belong- 
ing to the UPSIDC . At present only about 4 acres have 
been used for factory and other buildings, while the rest 
h s been left free for future expansion. The land on 
which the factory is located originally formed part of 
the Ghorakhal Estate belonging to the erstwhile Nawab of 
Rampur. The Government of U.P. took over this estate in 
the sixties. When the idea, of establishing the U.P. 
Digitcds factory was mooted in 1976-77* the state Govern- 
ment transferred 16.5 acres to the UPSIDC for this purpose. 
The factory building from which the wo, ten assemoly unit is 
functioning also belongs to the UPSIDC for -’which the U.P. 
Digitals pay an annual rent of Rs.2000/-. The watch-case 
unit, however, is located in a separate factory shed -owned 


by the c o'fnp^ny itself . 


As mentioned earlier, the company is a wholly owned 
subsidiary of the UPSIDC which has invested a total of 
Rs .35.20 lakhs j in it in the form of equity - Rs.2p lakhs 
in the watch-c. se unit and Rs.1Q.20 lakhs in the watch 
assembly unit. Further financing has been done through 
term loans from financial institutions. The watch-case 
unit h-s availed of Rs.31.19 as term loans - Rs.17.87 
from the U.P. Financial Corporation (UPFC), Rs.4.00 lakhs 
from the. Pradeshiya Industrial Investment Corporation of 



48 


U.P. (PICUP) and Rs.9.32 lakhs from the UPSIDC. The watch 
assembly unit on the other hand has availed of loans 
totalling Rs.12.66 lakhs - Rs.5.83 lakhs from the UPFC and 
Rs.6.83 lakhs from in UPSIDC. Thus the total capital 
investment in these two units of U.P. Digitals comes to 
Rs.79.05 lakhs - Rs.56.19 lakhs in the watch assembly 
unit and Rs.22.86 lakhs in t^ e watch-case unit. In 
addition the company has availed capital subsidy on 
account of its location in the backward' hilly areas. The 
total amount of subsidy has been Rs.1 0.40 lakhs. 

When the company was set up in 1977, it was decided 
to undertake assembly of watches from both CKD and SKD 
components. However by 1980-81 it was decided to dis- 
continue SKD assembly as it was not found to be as 
remunerative as the CKD assembly. The actual production 
of the CKD assembly since 1978-79 has been follows. 


Year 4 ; 

— 1 — 

No. of watches 
Assembled 


; 1 -1 

' 1 978-79 

2500 

1979-80 

25440 

1980-81 

95400 

1 981 t82 

173204 

1982-83 

251152 

1 983-84 

202203 ; 

1934-85 

220211 

1985-86 

230970 
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The actual production may be compared with the target 
of 2.80 lakh watches per year which has been oet in recent 
years. It will be seen that the actual production has been 
about 70 to 90 per cent of this target during the past 4 
years. In 1985-86 the production was about 82per cent of 
the target. The main reasons given by the factory manage- 
ment for the non-realisation of target in full a±e . (i) 
irregularity in supply of components by HMT and (ii/ nigh 
degree of absenteeism among the workers, especially the 

women workers . 

The first problem has been solved to a large extent 
in recent years with the commissioning of a new HMT 
factory in Ranibagh, Naini Tal district. Earlier the 
components ware being supplied by HMT from its factory at 
Tumkur in Karnataka. Because of the long distance involved, 
components often did not reach in time. Since October 
1985, the Ranibagh unit of HMT, which is just 30 kms. away 
from the U.P. Digitals factory, has been supplying the 
components as a result of which bottlenecks faced in 
supply have been removed.. 

The problem of absenteeism among women workers, however, 
continues. The problem becomes particularly acute when 
we keep in mind that over half the total number of 
employers in the watch assembly and watch-case units are 
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female . Host of the women work as operators In the assembly 
operations , In fact women constitute about three-fourths of 
the work-force in the assembly unit and about 6 per cent in 
the watch-case unit. There does not seem to be any adequate 
explanation for the high degree of absenteeism among wood- 
workers in the U.P. Digitals factory. This phenomenon cannot 
be ascribed to any socio-cultural factors because In the 


Tele tronix factory located only 11 tans, away, where 


i prri i n 



a large number of women are employed, such a problem does 
not exist. One possible reason for the differences observed 
between U.r. Digitals and Teletronix in respect of absent- 
eeism among women workers could be the relative laxity in 
management and admhistration . at the former as compared to 
the latter. While Teletronix Is run by the Managing 
Director located at Bhimtal, the U.P. Digitals is headed 
by a Project Manager based at Ghorakhal - the M-.naging 
Director and other higher managerial personnel being at 
Kanpur, with much of the decision making powers also being 
located there. This not only implies a longer chain of 
co -mid at U.P. Digitals but also an inability to take 
crucial decisions on time. The management of Teletronix 
informed us that abseenteeism does not yose too big a 
oroblem for them because they have a system of regular 

t ' ■ . ■ ■ 'My.:’ y. 4 . yyyy: typ- ■ . . ; P" : 

contacts 'aM : counselling for the workers. In the 

case of U.P. Digitals there is no such system in operation. 
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An interesting, though none too happy, result of the 
problem of absenteeism among women workers at the U,P. 
Digitals factory appears to be a sharp reduction in the 
hiring of women workers in recent years, thus we find 
that in the watch assembly unit established in 1976 77, 
33 out of 110 employees (i.e., about 74 per cent) are 
women, while in the watch-case unit established in 1985 
only 3 out of 51 employees (i.e. about 6 per cent) are 
women. Partly this could be due to the nature of work 
being different in the two units (watch assemblies 
generally tending to prefer women operators ibut a relu- 
ctance to employ morI/gi“en past experience may also be 


an important factor in this case. 


The power requirement of the unit i-> -bjut 2500 
units per month. The production in the company has 
reportedly suffered heavily due to frequent power inter 
nipt ions, trippings and low voltage. Consequently in 
1980-81 a diesel generating set was installed ana this 
problem was overcome to a large extent in the assembly 
unit. The problem, however persists in the watch-case 
unit. Water requirement of the unit is mainly restricted 
to drinking purposes. The company has a water storage 
tank of its own within the premises and the water is 
sun plied by the Uttar Pradesh Jal Nigam. 
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U.P. Digitals Ltd. provides regular employment to 
165 people of which 155 are from the nearby villages or 
belong to Naini Tal district. Of the total employment 
of 165 people, 123 people are skilled, 36 ministerial 
employees and 6 people in the managerial and supervisory 
categories. Almost all the employees belonging to first 
two categories - skilled and ministerial - are local 
people or people from No ini Tal district. 'Thus the basic 
objective of providing employment opportunities to the 
local people has been realised. 

The assembly unit of the company is headed by the 
project manager . The unit has 83 female operators in a 
total staff of 109 and all belong to Naini Tax district. 
The average wage of these people come to about Rs.837/- 
per month. The watch-case unit employs 51 people. The 
wages in this unit vary from Rs.47.1 per month (junior 
technician) to Rs.2700 per month given to the Assistant 
Production Manager. The company has no housing colony 
of its own and most of the non-local employees live in 
and around Bhowali town. As far as the various kinds of 
facilities for the employees are concerned, the company 
provides Rs.500/~ per year as medical expenses, free tea 
in the unit twice a day in addition to other facilities 
like provisions of indoor /outdo or games and the esta- 
blishment of a circulating library. 
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The unit is served by all-weather roads. Transpor- 
ts as such is not much of a problem of the unit as 

-+ (, b-rne by the HMT. Similarly 

= transportation cost is b-rne y 

; directiy purchases the final goods manufactured oy 
e unit also. Other infrastructure facilities llte 
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?0 und Bhowall whereas bolup 

les are available in the factory itself. The 

immunisation facilities (telephone and telegraph) are, 

owever, highly unreliable and do not function at ti ^ 
ue to one or the other technical problem. 
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B- . Saraswati Woollen Mills, Ranikhet 

'The Saraswati Woollen Mills, the fourth industrial 
unit included in our study presents a totally different 
picture of the industrial scene in the hill areas . It 
would not he too wrong to say that it has been a sick ' 
unit from its very inception, mainly due to poor mana- 
gement . 

The unit is located about IQ kms. from Ranikhet in 
. Aim ora _ district on the Ranikhet ~Ramnagar motor road. The 
distance from Kathgodam - the nearest rail head - is 
about 100 kms. It was established in 1981 by a private 
entrepreneur on his own land which formed part of a 
large estate, which presumably had come under the purview 
of the land ceiling law. Organisationally it is a 
private limited company in which all the directors belong 
to the same, family. Though the company was registered in 
1973 anci it got an industrial licence two years later, it 
took about 9 years for it to build the factory shed, 
instal the machinery and go into production. The main 
reasons cited by management for the 'delay in the imple- 
mentation of the project are : (i) non-availability of 
finances in proper time and (ii) delay in acquisition of 
land. As for tne first, it was pointed out by the 
management that the U.P. Financial Corporation sanctioned 
a loan in 1976 for the project but did not release the 
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amount timely. When it did, it gave the money in small 
instalments which delayed the work of construction and 

Q t nvi 1 . r lv PICUP « fcjTlB otnCJ? 

installation of machinery. 

•nQ-'-itution for which the company raised a 
term-lending institution 

loan, sanctioned its loan in 1975 but released the money 
only in 1979. In regard to the delay in the acquisition 
of land, the position explained to us .was that the factory 
is located in 5 acres of land out of which 2 acres belonged 
to the main shareholder of the company. This was sold to 
the company along with a house standing on the sand ror 
RS. 30,000. The remaining three acres were acquired by the 
government. This process, it was claimed, took atnat t o 
yeers. It appears to us that the entire land formed part 

of the estate belonging to the promoter of the company, 

. Aoi'i inff legislation* Thoy 

part of which came under the ceil nig n c i 

4-1 u 4 o i itind me >r he acquired for 

requested that 5 acres from tms lan 

■ . n M 4 n «. .-phe U.P. Government f ina lly 

the Saraswati Woollen Mills, ihe u.i 

gave only p acres* 

When the construction of the factory began there was 
no approach road, power line or water connection at the 
site. The power line was provided after one year of 
commencement of construction while the approach road 
took two years. Both these were provided by tne U.P. 
Government. The factory now has ? connected power load 
of 200 KVA. Arrangements for water have been made by 
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the company by tapping the flow of nearby springe and. 
collecting the water in storage tanks. Water is needed 
for dyeing and washing of wool and for drinking purposes. 
Though the management complained of frequent power break- 
downs and rostering of power, it has apparently not had 
any adverse impact on production which in any case has 
been very low. They have not installed any 3'cand-by 
generator, for which a subsidy is available from the 
state government. 


The total investment on the project when it was 
completed in 1981 came to Rs.56 lakhs against the original 
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from shredding , s izing and cording machined, the factory 
has 600 spindles. It has an installed capacity of produ- 
cing 1200 kg of woollen yarn per day working three shifts. 

At the time of our visit it was producing only 200 kg per 
day in a single shift. Actual production in 1963 and 1984 - 
the years for which data were made available - was only 
53,075 kg and 45,408 kg respectively. In 1935 tne factory 
was closed for the major part of the year and hence there was 
hardly any production. The production in 1983 and 1984, . 

thus has hardly Been more than 12.5 per cent of the 
capacity. It is hardly surprising that the company has 
been making losses (though the extent of the losses was 
not revealed to us) and has turned sick. It row does not 
have any working capital os the banks have refused to 

advance any money. 

Given the low volume of production, the employment 
generated by the unit is also very low. According to the 
information supplied by the manag ment a total of 29 
persons were employed - 4 at the supervisrory level earning 
about Rs.600 per month, 10 skilled workers earning about 
R. .500 per month and 15 unskilled workers (including 2 
women) earning a daily wage or Rs.15 per dry. 

5 skilled workers, all were reported to be local. 

However, at the time of our visit to the factory we could 
find only 9 people working there. Enquiries with the 
local people als'o confirmed that only 10 people were 
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employed in the factory and the rate of daily wage was 
only Rs . 1 0 per day. A few workers (mainly the outsiders) 
were given accommodation wjtfcdn the factory while the locals 
lived in nearby villages. The company did not provide any 
other benefit to the workers. 


Looking at the general condition of Saraswati Woollen 
Mills we got the distinct impression that all its ills . 
were mainly the result of poor management. In fact it 
appeared that the management was not really interested in 
running it as a viable unit and was looking for some way; 
in which the unit could be declared a sick one and help 
w as available from the government, term-lending institu- 
tions and the banks to bail them out. The local people 
also felt that the main promoter of the company was not 
really interested in it as he lived in Delhi where he had 
some other business and seldom visited the faxtory. 

We are mentioning these facts because the experience 
with enterprises like the Saraswati Woollen Mills has 
made the local people suspicious of any private entre- 
preneur trying to establish an industrial unit in their 
area. The situation in Ranikliat is particularly bad 
because another industrial unit, Kumar Dr ones Ltd. which 
was opened with much promise a few years back is lying 
closed for the past 3 years or so. These unhappy examples 
seem to have created an impression in the minds of the 
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people that private entrepreneurs establish industrial units 
in the hills only to take advantage of subsidies and special 
incentives available there, and once their purpose is served 
they pack up and go, leaving the hill people high and dry. 
This inevitably leads to a suspicioun of outsiders and even 
local fly-by-^ight entrepreneurs. 

E . Venus C ements Limited 

The fifth industrial unit selected by us for study - 
Venus Cement Limited - is located in the Garhwal Division. 

It is a relatively new unit as it commenced production 
only in August 1935. It is engaged in the manufacture of 
ordinary port land cement from locally available limestone. 
The factory is located at Rani Pokhri on the outskirts of 
Rishikesh town at the western extremity of the Doon Valley. 
It is connected to both Dehra Dun (35 kms. a a ay) and 
Rishikesh (7 kms. distant) by an all-weather metalled 
motor road. 

Venus Cements is a private sector unit promoted by 
an entrepreneur belonging to Meerut. The main reason for 
locating the unit at Rani Pokhri was the easy availability 
of limestone - the main raw material - and the desire to 
take advantage of backward area incentives. 

The factory has been established at a total invest- 
ment of Rs.2.57 c : r ores. The project was , initiated at the 
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■beginning of 1984 and completed in August 1985 when trial 
production started. Commercial production began in 
November 1985. It has a technical collaboration with the 
Cement. Research Institute for the Vertical Shaft Kiln 
process of cement manufacture. The installed capacity of 
the plant is 100 tonnes of cement per day. The production 
in the middle of 1986 was, however, only 30-40 tomes per 
day. The main reasons for the shortfall in production 
given by the management were : (i) relative newness of 
the technology and machinery being employed especially in 
relation to the skills available with the plant; (ii) power 
shortage and mechanical breakdowns; and (iii) shortage of 
manpower, especially skilled manpower. Thus the unit is 
still in its gestation period and is experiencing the 
inevitable teething problems. It is therefore difficult 
to assess it's financial performance or profitability 
at this stage. 

The capital structure of the company comprises equity 
capital of Rs.62 lakhs and term loans totalling Rs.1.24 
crores from different financial institutions. Of this 
latter amount Rs.50 lakhs has been provided by PICUP, 

Rs.30 lakhs by UPPC, - Rs.30 lakhs by the Allahabad Bank 
and Rs , 1 4 lakhs by tne Punjab National Bank. The comoany 
has also availed a central capital subsidy of Rs.25 lakhs. 

The factory has been built on an 8 acre plot of land 
which was purchased privately from the previous owner. 
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Hence the acquisition of land did not present any problems. 
Presently only 60 per cent of the land has been utilised 
for the factory. The remainder has been left free for 
future expansion. 


The factory has a connected power load of 1000 KVI-i 
supplied by the UPSEB. Though there is no load-shedding 
or rostering of power in this area, yet it has nad to 
contend with frequent power breakdowns which have, on 
occasions, affected production. To overcome this problem 
it has installed two generators. Water supply has been 
provided by the U.P. Jal Nigam. The company has installed 
a water storage tank of its- own, since the industrial 
process in the plant requires water. On occasions it ha^ 
faced a shortage of water and has had to transport 
it from nearby places in water tankers. 


Being located in the Boon Valley, in the vicinity 
of Rishikesh, the other infrastructure facilities are 
quite adequate. It is serviced by the^ Dehra Dun-Rishikesh 
motor road which is an all-weather road. The nearest 
rail-head is Rishikesh, which is only 7 kens distant. 


Postal, telegraph and telephone facilities are also good, 
while medical facilities are available in Rishikesh. 


The main raw material used by the plant is lime- 
stone which is available in plenty in the hills around 
■Dehra Dun. It is transported in trucks from the quarries. 
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The other inputs used are Gypsum which is procured from 
Rajasthan and coking coal procured from Dhanbad-Jharia. 

The main market for manufactured cement is western U.P. 
and parts of Haryana and Punjabi The company has not yet 
faced any problem in marketing its cement. It mainly 
operates through selling agents appointed in different 
places. However, since the production of the plant is 
still quite low, the problem of marketing and stock 
inventories is also not likely to be acute. • 

Venus Cement Ltd. has provided employment to a 
total of 107 persons. Of these 3 are at the managerial 
level and 13 at the supervisory level. The former earn 
between Rs.3000 and Rs.5000 per month, and the latter 
between Rs.1000 and Rs.2500 per month. All of them are 
from outside the region. Apart from these the plant 
employees 35 technicians, who earn between Rs,500 and 
Rs.1000 per month and 56 workers who get an average wage 
of Rs.467 per month. Among the technicians 15 are either 
local or from within the hill region while all the workers 
are local. Thus 78 per cent of the workforce below the 
supervisory level consists of local people or people from 
the hill region. 

Apart from wagqg some - of the employees (including 
workers) have been provided housing in the factory 
* premises while others have been given housing assistance. 
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Medical reimbursement facilities are provided j11 

employees . Since the unit is quite new, it has not yet 
faced any labour problems. The workers are not unionised 
and worker-management relations are reported to be coridal 


In conclusion we may point out that Venus Cements 
Ltd., though located nominally in the hill region, is in 
fact like any other industrial unit located in the plains. 
However, it is able to enjoy all the advantages of its 
location via., capital subsidy, transport subsidy, etc. 
without facing any of the disadvantages like poor infra- 
structure, 'uncertain transport and communication facilities 


etc. which industrial units in the hills typically face. 
This would be equally true of all industrial units located 
in the Boon Valley or the terai region-. 


F . A.P.R. limited. 

APR. Wools Private Limited is also a very new ^ indust- 
rial unit. It went into production in January 1986. The 
project was conceived in September 1984 and the constru- 
ction started in March 1985 soon after the licence was 
obtained. Thus the project had a short gestation period. 
The total capital investment in the project is fts .75.60 
lakhs which has been financed as follows : 
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Equity capital Rs.10.90 lakhs 

Term Loans % 

UPFC Rs .30,00 lakhs 

PI CUP Re .20,40 lakhs 

Central Capital Subsidy Rs .'14.30 lakhs 

The unit is located in Muni-ki-Reti in Tehri Garhwal 
district at the foot of the Himalayas on the right bank 
of the Gangs. Muni-ki-Reti is only 2 kens, from Rishikesh. 
APR. Wools is a private sector enterprise promoted by a 
local entrepreneur. The main reasons for its location at 
the present site were (i) availability of incentives to 
new industrial units in the hill areas, (ii) proximity of 
the site to a major town like Rishikesh where all facilities 
are available, (iii) existence of a market in the hill 
areas and at Rishikesh for its products, and (iv) desire 
of the entrepreneur to invest his money in or near his 
native place . 

APR Wools is engaged in the manufacture of acrylic 
and woollen yarn. It has a licenced capacity of 2400 
spindles, though only 1200 spindles have actually been 
installed. In addition to spindles it also has facility 
for dyeing the yarn. The technology which it uses is 
the same as other units located at Ludhiana and other 
places. The main raw materials used by the unit are 
acrylic fiore and tops, woollen tops and dyes and chemicals. 
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These are procured from Ludhiana and Delhi. The main 
markets for the yarn it produces are the hill districts 
of Garhwal and the towns of Rishikesh and Dehra Dun. 

The unit has a production capacity of 275 metric 
tonnes of yarn per annum at SO per cent capacity utili- 
zation. During the first two months of its- operation, 
i.e* /March 31, 1986, however, it was able to produce 
only 7510 kg. of yarn which represents only 16 per cent 
of what it should have been producing. However, since 
April 1986 the production has picked up to match installed 
capacity. It has not yet faced any problem in selling 
its product. The time during which the unit has been in 
operation is so short that not much can be said about its 
financial or other performance. Yet it does appear to 
have got over the initial teething problems and seems to 

be doing fairly well. 

APE Wools Ltd. has been built on 6 bighas (about 1.2 
acres) of land purchased privately at a total cost of 
Rs. 3.80 lakhs. It has a sanctioned and connected power 
load of 220 KVA from the UPSEB. Though there is no 
load-shedding or rostering of power, the management did 
complain of frequent power breakdowns. Consequently it 
has installed a stand-by generator. Its water requirements 
are 50,000 litres per day -mainly for dyeing and washing. 
This is met by a private tubewell and overhead storage tank. 
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The other infrastructure facilities like road, telephone, 
telegraph etc. are also satisfactory and no major problems 
are presented by them. 

The unit has provided employment to 66 persons - 4 
at the managerial/ technic"! levels ( 1 spinning master, 1 
dyeing master, V 1 turner and 1 boiler attendant) 2 at the 

supervisory level, and 60 workers of which 40 are skilled 

1 | 

and 20 unskilled. The average level of wages are as 
follows i 

Spinning and Dyeing Master - Rs.2500 p.m. 

Turner and Boiler attendant - Rs.1000 p.m 

Supervisors and skilled workers- Rs. 600 p.m 

Unskilled workers - Rs. 500 p.m 

Two-thirds of the work force (including the technical 
and supervisory personnel) is either local or from within 
the hill region. Thus in terms of employment it has 
largely benefited the people of the hill areas. In fact 
the only categories of employees who are from outside the 
area arc the Spinning and Dyeing Masters and 20 out of 40 
skilled workers. Apart from wages the workers have also 
been given housing and medical facilities as per the 
Factories Act. The workers arc not unionised and the 
worker-management relations were stated to be cordial. 

One of the important impact which the unit has had 
on the economy of tnc nesroy areas ls that it has led to 
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the establishment of a number of household-level hosiery 
and knitting units catering to the large demand for 
woollens in the hill areas. 

Finally we would like to mention some of the problems 
identified by the entrepreneur. We feel that these are 
not specific to this particular unit but would have their 
impact on all industries in the region. Firstly, the 
entrepreneur claimed s shortage of working capital. In 
this context he pointed that the financial institutions 
provide term loans on the assumption that working capital, 
as assessed, would be available from the commercial banks, 
but the banks are not forthcoming in this respect or tney 
delay their instalments of working capital. This- has an 
adverse impact on the viability of the industry. Secondly, 
he complained of difficulty in procuring raw materials. 

Raw material is procured from people who have import 
quotas and many a times serious problems are faced in 
acquiring it. Hence it was suggested that actual users 
should be given import quotas on the basis of their needs. 
Lastly, it was pointed out by the entrepreneur that the 
power tariff in the state is higher than in other states. 
This affects the competitiveness of industry vis-a-vis 
units in other states. Probably a case can be made for 
a power subsidy as well in the hill areas. 
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Conc lusi ons and Recomme nda tions 

In the previous sections we have discussed, in some 
detail the experience and working of six industrial units 
in the hill areas of Uttar Pradesh. We now present some 
general conclusions based on the study. 

At the outset we would like to mention that even 
while the economy of the hill areas continues to be 
predominantly agrarian in character, yet some industria- 
lisation has been taking place in recent years. There 
appear to be two major reasons for the establishment of 
industries in the hills ; (i) availability of important 
resources, especially mineral resources and (11) avai- 
lability* of special incentives like central capital subsidy 
and transport subsidy. , 

The first point deserves some discussion ag it has 
important implications for industrialisation and environ- 
mental preservation in the hills. The two most important 

resources which the hill areas have are forests and ; 
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minerals. Both these can form the basis of industria- 
lisation. Unfortunately, exploitation of these resources 
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can also lead to environmental destabilization. ' Because 
of increasing concern for the environmental . health of 
the Himalayas in recent years, there is considerable 
opposition to mining and to commercial exploitation of 
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forests. This therefore poses a serious dilemma oefore 
anyone trying to advocate industrialization based on local 
resources in the hill areas. Cn the one hand the economic 
advantages and the benefits to the local population in 
terms of jobs are quite obvious and attractive. On -ae 
other, these have to be weighed against the possible narcn 
that can be caused to the environment. In addition one 
has to contend with the social problems created by 
displacement of the population attendant on large-scale 
mining operations, or of depriving the rural people of 
their traditional rights in forests if they are used for 
commercial pruposes. We have seen some of the problems 
faced by Almora Magnesites in regard to acquisition of 
land, rehabilitation of displaced people and rehabilitation 
of degraded areas. 

What this calls for, therefore, is a clear-cut policy 
in regard to mining and other Ijocal -re source-based 
industries in the Himalayan region. The policy should 
clearly identify the areas where mining can be undertaken 
and what measures should be taken for the rehabilitation 
of the displaced people and for the rehabilitation of the 
environment. The experience of units like Almora Magnesites 
can be particularly . .instructive in formulating such policy 
guidelines. The desirability of establishing forest-based 
industries should also receive careful consideration, 
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especially when we bear in mind that the rate of depletion 
of forests has already reached alarming proportions in the 
hills . 

As for the second factor viz., availability of special 
incentives, we feel that it has acted as a positive factor 
in the establishment of industries in the hill areas, but 
mainly in the terai belt of Naini Tal district and in the 
Doon Valley - areas which are only nominally part of the 
hill region as they enjoy almost all the locational 
advantages of other plain areas of the state. It is thus 
hardly surprising that most of the new industries in the 
hills are tending to get concentrated in the foothills. 

This is particularly true of privately-owned industries. 
Public sector units do feel obliged to go higher up in 
the hills, even though they have to face more problems, 
because they have to serve government policy more directly 
than private sector units. 

In spite of this some new industries have come up 
in the higher hills, especially in the Kurnaun region. 

Though ! many of them are public sector or joint sector 
units, a few private sector units have also been estab- 
lished. What is particularly heartening to note is that 
many more are planned and some have already started the 
work of construction after obtaining the necessary 
licences. j.his is especially true of the region around 
Bhimtal in Naini Tal district which is being developed as 
an industrial centre in the hills. 
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The experience of the existing industrial units in 
the hills is somewhat mixed. The public sector units 
studied by us happen to be in the area of electronics. 
While one has done particularly well in the face of heavy 
odds and has succeeded in turning a sick unit into a 
pro fit -making one, primarily due to the involveaant of 
UPTRON and the efficient management and marketing support 
provided by it, the other appears to be limping along m 
spite of being an ancillary of the HMT . The problem in 
the case of the latter appears to be managerial. As for 
the private sector unit in the hills, the situation seems 
to be quite bad. It has become a sick unit mainly due to 
poor management and the shortage of working capital. If 
the local people are to be believed, even the intentions 
of the entrepreneur are in doubt — tne entrepreneur set 
up the industry only to take advantage of subsidies and 
incentives and was not interested in running it. Be 
that as it may, the fact remains that the history of the 
closure of many new industries in some parts of the hills 
has given substance to the general feeling among the 
people that industrialisation holds no promise for them 
or for the area. They view it as a means of making 
quick money by the entrepreneurs at tne cost of tne 
government in the name of backward area development. 
Another problem common to most of the industrial units 
studied by us, especially those in the private sector, is 
the shortage of working capital. 
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To overcome these problems we feel that some of tine 
following measures could, be considered. 

1. Instead of treating all locations, whether the terai, 
foothills or the higher hills, as similar in granting 
incentives and concessions, some attempts should be made 
to give more benefits to industries in the higher hills. 

This could be done by raising the level of subsidies to 
industries located above a certain height - say 1000 
metres above mean sea level. 

2. Given the nature of the terrain and the pattern. of 
human settlements, infrastructure like roads and communi- 
cation will continue to be a problem for some time to 

come. Hence it may not be too economical to have industries 
dispersed over the entire region. Efforts should 
therefore be made to have agglomeration of industries -in 
selected locations in the hills where all facilities' can 
be developed...upto a certain minimum level. To start with 
such sites may be close to the plains. Later on one 
could move further up into the higher areas. So far 
acquisition of land for establishment of industry has not 
proved much of a problem, except in some special cases. 
However, in future problems may arise when transfer of 
land to industry comes into conflict with environmental 
concerns which have already started acquiring importance. 
Therefore, it would be desirable to plan ^industrial 
locations keeping the availability of land as well as 
the environmental dimension in mind. 
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3. Transport subsidy has been .widely welcomed by all 
industrial units and it should be continued. However 
there are certain problems in its implementation and 
application which need to be removed. One of the common 
complaints voiced was that there are long delays in its 
payment because of procedural factors. These should be 
cut and the procedure streamlined so that sp ee £y and 
timely reimburesement is ensured. We were informed that 
on occasions it takes upto 4 years to get claims settled, 
especially when it is above a certain amount in which 
case the matter is decided by the Director of Industries 
at Kanpur. We feel that decisions regarding payment of 
transport subsidy should be wholly within the competence 
of the local office of the Directorate of Industries, 
Transport subsidy at present is not available for trans- 
port within the hills. In other words if an industry 
procures some material from the hill areas it cannot claim 
transport subsidy. This appears anomalous for two reasons 
Firstly, it discourages the use of inputs from the hills 
in industries established there, and secondly it overlooks 
the fact that transport emerges are higher in the hills 
than in the plains for comparable loads and distances. 
Hence we feel that transport subsidy should also cover 
transport within the hill region. Finally, we learnt that 
transport subsidy is not available for input materials 
like fuel. This too appears anomalous. 


4. Some way should be found to provide working capital 
in timely doses at concessional rates to the industries, 
especially the small ;and medium industries, in the hill 
areas. Coordination with the banks in this respect would 
be necessary. This is a problem which afflicts many 
industries, especially those in the private sector, and in 
fact appears to be an important reason (apart from poor 
management) for the industries going sick. 

5. Another problem common to most of the industrial 

units studied by us is the shortage of skilled manpower. 

This problem is likely- tpr become mote’lieute as more 

•industries are established in the hills in future. Hence 

efforts should be made right •now to assess the needs of 

skilled max-power likely to arise in the short and medium 

term and ways and means devised to impart training to the 

local youth. Existing technical training institutions 

should be equipped for this purpose and if need be, new 

institutions may also be established. Trained local 

manpower xvbuld mean that more of the local people would be 

able to get bettor paying jobs in industries in the future. 

This would help in creating local support for industrial 

development, which in many cases is lacking at present. 

The hill areas have one advantage over tnejbest. of the 

state, which can be made use of to the advantage of the 

local people. The level of literacy among both men and 

women is higher in the hill region than in the rest of the 

state - the literacy rate is 36 per cent in the hill region 
as compared to 27 per cent in the state. 




